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INTEL IN BRIEF 


HISTORY AND 
MISSION 


Intel was founded in 1968 
with the vision of design- 
ing and manufacturing 
very complex silicon 
chips. The company's first 
products were semicon- 
ductor memory chips. In 
1971, Intel introduced the 
world's first microproces- 
sor, a development that 
changed not only the 
future of the company, but 
much of the industrial 
world. Increasingly, Intel's 
business direction has been 
set by the directions that 
the microprocessor revolu- 
tion has taken. 


After 25 years in business, 
Intel continues to be a 
leading supplier of micro- 
computer components and 
modules. Today's desktop 
and mobile systems deliver 
formidable computing per- 
formance. These powerful 
yet inexpensive computers 
are being connected to 
networks that allow many 
types of data to be shared. 
Intel s mission is to supply 
the electronic building 
blocks for this new com- 
puter and communications 
industry— an industry 

in which many key prod- 
ucts are built around 
technologies that Intel has 
helped pioneer, including 
the PC architecture. 


MAJOR 
CUSTOMERS 


e Computer and computer 
peripheral manufacturers 
worldwide. 


„ Original equipment manu- 
facturers (OEMs), including 
makers of automobiles and 
a wide range of industrial 
and telecommunications 
equipment. 

e PC users, who buy Intel’s 
PC enhancements, business 
communications products 
and networking products 
at retail stores around the 
world. 

е Scientists and engineers 
working on the world's 
greatest computational 
problems. 


MAJOR 
FACILITIES 


e Chandler, Arizona 


e Santa Clara and 
Folsom, California 


» Rio Rancho, 
New Mexico 


» Aloha and 
Hillsboro, Oregon 


е Las Piedras, Puerto Rico 
e Swindon, England 

e Munich, Germany 

e Hong Kong 

• Leixlip, Ireland 

e Tsukuba, Japan 

• Penang, Malaysia 


е Manila, Philippines 


PRINCIPAL 
PRODUCTS 


Microprocessors, the 
brains of desktop and 
mobile computers. 


Microcontrollers, or 
single-chip computers, 
dedicated to specific appli- 
cation functions, such as 
automobile engine control 
or control of a VCR. 


Memory chips, principally 
flash memories, which 
retain data even when 
computer system power 

is turned off. 


Computer modules and 
boards based on Intel 
components and sold to 
OEMs, who integrate 
them into their products. 


Network and communi- 
cations products, which 
enhance the capabilities of 
PC systems and networks. 


Personal conferencing 
products, which provide 
PCs with document- and 
video-conferencing capa- 
bilities, making the PC a 
true communications tool. 


Parallel supercomputers, 
very high-performance 
computer systems that use 
many microprocessors 
working together to solve 
complex computational 
problems. 


INTEL CORPORATION 


On the cover: The face of 
technology has changed drama- 
tically during Intel's 25 years. 
In 1969, Intel created the 1101 
static RAM. Using the 2-inch 
wafer pictured, Intel fit more 
than 1,500 transistors on each 
1101 chip. By 1993, technology 
had taken many leaps. Intel's 
Pentium" processor packs more 
than 3 million transistors per 
chip and is capable of executing 
more than 100 million instruc- 
tions per second. New advances 
in manufacturing technology let 
Intel make high-end chips on 
new 8-іпсћ wafers, increasing 
manufacturing efficiency. 


LETTER TO STOCKHOLDERS 


Intel 5 silver anniversary year was a record-breaker. Thanks to strong demand for our IntelDX2™ microproces- 
sor and rapid acceptance of our new-generation Pentium" processor, sales skyrocketed. We put those revenues 
to work with continued heavy investment in strategic capital and R&D projects, and began work on our first- 


ever $1 billion wafer fabrication facility. In an industry where the cost of doing business is rising significantly, 


we are committed to making the moves necessary to maintain the momentum of this very successful year. 


Left to right: Gordon E. Moore, Chairman of the Board; Andrew S. Grove, President and Chief Executive Officer; and Craig R. Barrett, Executive Vice President and Chief Operating Officer. 


Revenues of $8.78 billion were up 50 percent over May, the Pentium processor is the newest generation in 


1992; net income rose 115 percent. The geographic mix The Pentium processor is Intel's [ntel's compatible family of microprocessors. Since its 
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shifted slightly in 1993, driven by stronger European ар Veo ж A introduction, the Pentium processor has enjoyed the 


and the top story of our year. 


revenue growth. Growth in the U.S. and Japan roughly 
matched the corporate growth rate, while growth in 
the Asia-Pacific region was slower. Earnings per 
share, after taking into account a two-for-one stock 
split in May 1993, ended the year at $5.20, up 109 
percent from 1992 levels. 

As a percentage of revenues, quarterly gross margin 


trended down in 1993 as we ramped lower margin 
products such as flash memory chips and PC boards 
and systems sold to OEM customers. These products 


contributed to total gross margin dollars, however, and 
à А То date, computer makers 
to the higher earnings per share reported for the year. We ОНЕ ihan 
expect these margin trends to continue in the near term. 150 systems based on this 
The year's results reinforced our position as the powerhouse chip. With prices 
of Pentium processor-based 
systems falling to the $2,000— 


$3,000 range, this technology 


largest semiconductor manufacturer in the world. 
According to market research firm Dataquest, Intel's 


estimated chip sales were more than 28 percent higher is becoming accessible to a 


А broad range of PC users. 
than those of our closest competitor. а RECUSAR 


PENTIUM PROCESSOR TAKES OFF. 


Our microprocessor business boomed this year, with the 
introduction of powerful new products and increased 


demand for our mainstream processors. Introduced in 


fastest production ramp of any new processor genera- 
tion in our history. By the fourth quarter of 1994, we 
anticipate that about one-quarter of Intel's micro- 
processor shipments to the PC market segment will 
be Intel Pentium processors. 

Our new manufacturing capacity and advanced 
technology enable this rapid product growth. We 
released a new 0.6-micron version of the Pentium 
processor in March 1994 and are continuing to advance 

the technology for future product generations. 

Market acceptance of the Pentium processor has been 
excellent, with more than 150 systems introduced to date. 
Prices on Pentium processor-based PCs are falling to the 
$2,000-$3,000 range, making our most advanced tech- 
nology available to a very broad base of users. 

Below this price range, we expect the advanced versions 
of the Intel486™ microprocessor family to be pervasive. 
In the first quarter of 1994, we introduced the IntelDX4™ 
microprocessor, a chip that offers up to 50 percent more 
performance than the 66-MHz IntelDX2 processor. In 
addition, the upgradable IntelDX2 processor is taking over 
as the high-volume mainstream processor of choice for 


PC business users. Overall, we continue to extend our 
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architecture family, with engineering teams currently 
at work on five generations of the Intel microprocessor 
architecture. 

To help reduce PC power consumption, we have 
incorporated energy-saving circuitry into all our micro- 
processors at no cost to our OEM customers. We received 
an award from the Electric Power Research Institute for 
our work with the U.S. Environmental Protection Agency 
on its Energy Star Computers program to promote 
energy-efficient PCs. 


INVESTING TO REMAIN NO. 1 


To maintain our momentum and support demand for our 
microprocessor products, we continued to invest heavily 
in research and development and capital projects. Capital 
expenditures for 1993 were $1.93 billion, up 57 percent 
from 1992 levels. R&D outlays of $970 million were up 
24 percent over 1992. 

Over the past three years, Intel has invested more in 
new plants and equipment than any other semiconductor 
company in the world, and more than in all previous 22 
years of our history combined. We plan to continue this 
growth, with combined capital and R&D investment 
expected to reach $3.5 billion in 1994. This investment 
has been critical to Intel's success. 

New generations of manufacturing technology enable 
us to decrease the feature size of circuits etched onto 
silicon. This means that we can fit more transistors onto 
each silicon wafer. Each new manufacturing “shrink” 
results in improvements in four ways: a microprocessor 
that is smaller, runs faster, uses less power and is less 
expensive to make. 

Intel's newest manufacturing technology is a state- 
of-the-art four-metal-layer 0.6-micron process, meaning 
that the etched features on each chip are less than 
Shoo the width of an average human hair. In 1993, we 
introduced this technology at Intel’s newest factories, 
including the new facility in Leixlip, Ireland and our 
facility in Santa Clara, California. These plants, as well 
as our facility in Rio Rancho, New Mexico, will provide 
significant manufacturing capacity for Intel's leading- 
edge products, the Pentium processor and the IntelDX4 
and IntelDX2 chips, as well as future generations of 
Intel microprocessors. 

Preparation for the future continues with construction at 
our Rio Rancho site, part of which will employ 0.4-micron 
technology. At a projected cost exceeding $1.5 billion, 
the New Mexico project is among the largest investments 
in a computer chip factory in the world. 


THE VALUE OF THE INTEL BRAND 


We continued our marketing efforts aimed at educating 
PC users about the benefits of genuine Intel microproces- 
sors. PC makers who use 32-bit Intel CPUs in their PCs 
are eligible to use the Intel Inside* logo on their PCs and 
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Intel's Irish employees, 
many of whom trained in U.S. 
facilities for two years, are 
now producing the company 's 
most advanced chips in the new 
semiconductor facility in 
Leixlip, Ireland. 


NET 


Processor Ramp 
= Pentium" processor 

mm /486" СРИ 

=== i356" CPU 


Year 1 Year 2 Year 3 


The Pentium processor is on 
the fastest production ramp 
of any new generation of 
microprocessor in Intel's 
history. The company expects 
to ship several million 
Pentium processors in 1994. 


Intel's flash memory card can 
replace the disk drive in mobile 
computers, storing the equiva- 
lent of 27 high-density floppy 
disks full of information in a 
credit-card-sized package. 


in their advertising and promotions; a new optional logo 
designates PCs based on the Pentium processor. Intel 
brochures and displays in retail outlets help explain the 
advantages of Intel technology. Close to 1,400 computer 
makers worldwide have signed on to the program, and 
more than 133,000 PC advertisements to date have used 
the Intel Inside logo. 


OPEN STANDARDS 


Because a healthy, growing PC industry improves the 
strength of our microprocessor business, Intel has taken 
an active role in encouraging development of the PC 
platform. We work with PC hardware and software 
companies to develop and promote uniform standards 
for technologies such as graphics, video and networking. 
Open, widely adopted standards are important, because 
they enhance the completeness of the PC platform and 
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facilitate high-volume sales of PC-based technology, includ- 
ing Intel products. We are proud to have been involved 
in fostering collaboration on the following standards: 

е The Telephony Application Programming Interface 
(TAPI), a joint development of Intel and Microsoft 
Corporation, defines standards for PC/phone integration. 
Under TAPI standards, all the complex functions of 
today's programmable phones can be handled by the PC. 

• We worked with the Personal Computer Memory 
Card International Association (PCMCIA), a group of 
more than 300 mobile PC manufacturers and other key 
industry players, to develop “plug and play" standards 
for mobile systems. The goal is to make it easy for 
users to install and use mobile enhancements, such as fax 
modems and LAN adapters. We expect to see the 
PCMCIA standards migrate to desktop systems in 1994. 

е Intel created the Peripheral Component Interconnect 
(PCI), a PC architecture that improves PC performance and 
enables faster graphics processing and easy installation of 
add-in cards. To encourage the adoption of PCI as a stan- 
dard, Intel offers royalty-free licenses on certain patents 
that relate to PCI. The PCI bus and new industry-wide 
plug-and-play capabilities are now available on many 
desktop systems, allowing users to add a host of multi- 
media and networking capabilities easily to their PCs. 

e Networking is the focus of the Desktop Management 
Task Force, which is defining a specification, the Desktop 
Management Interface (DMI), for the management of 
desktop computers, hardware and software components, 
and peripherals. DMI aims to standardize the ways in 
which software packages and hardware components 
within PCs work together, making stand-alone and 
networked PCs easier to configure, use and diagnose. 
Intel was a key catalyst in the development of DMI. 


е Intel has brought together key computer and com- | ДЕ У ње nal 


munications industry leaders to develop a specification for conferencing products bring 
PC users face-to-face. Users 


will be able to conference via 


PC-based personal conferencing. The aim of the Personal 


Conferencing Specification (PCS) is to bring collaborative, 
PC-based video technology 


real-time document and video conferencing to the existing and'workon the same 


PC environment at affordable prices. The group includes document simultaneously — 


whether they're across town 


AT&T, Compaq Computer Corporation, Compression 


or around the world. 


Labs, Inc., Lotus Development Corporation, Northern 
Telecom Ltd., Novell Inc., WordPerfect Corporation, 
VTEL and PictureTel Corporation, among others. 


PERSONAL CONFERENCING VIA PC 


As 1994 began, we took the next step in our effort to help 
make the PC a true business communications tool: we 
introduced our line of ProShare™ personal conferencing 
products. These software and hardware products let PC 
users view and manipulate the same document simultan- 


REASED 115% 


eously, and they provide optional video-conferencing 


capabilities as well. The goal is to enable people to work 
together across any distance, with the same level of 
personal interaction and richness of information that they 
enjoy with in-person meetings. 


Such advances in PC communications are made 


7 А И Intel continues its Intel Inside 
, TM 
possible in part by Intel’s Indeo™ video technology, © | URN WU eR RUE 
software technology that allows a PC to play back digital and print coverage to remind 
PC users of the benefits of 


genuine Intel technology. 


video without requiring additional hardware. The per- 
formance of digital video and other new power-hungry 
applications is significantly enhanced when run on Pentium 
processor-based systems, creating a synergy that we 
expect to help drive sales of our high-performance chips. 
PC-based business communication products are 
strategic for Intel. We expect such products to help 
increase the utility of the PC and expand the total market 
of the PC industry; they also demand the processing 
power that Intel's advanced microprocessors can provide. 


GOOD NEWS IN A RANGE OF PRODUCTS О reduce PC power 


Other noteworthy developments in 1993: FINO P d ше 

incorporated energy-saving 
• Intel increased its flash memory product output technology into all of its 
substantially as new production capacity came on-line new microprocessors. For its 
efforts, the company has been 
lauded by the EPA's Energy 
Star Computers program and 


Vice President Albert Gore. 


from two manufacturing partners in Japan, in addition to 
an Intel chip factory in the U.S. In October, we introduced 
a range of new flash memory products, including 16-Mbit 
and 32-Mbit components, a 40-Mbyte add-in memory 
card for mobile computers and a 10-Mbyte flash drive. 


Gordon E. Moore 
Chairman of the Board 


Andrew S. Grove 
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President and Chief Executive Officer 


These fourth-generation leadership flash products are 
targeted at mobile computing and high-end embedded 
and communications applications. 

• We gathered input from our customers to adapt our 
Intel386™ microprocessors for the embedded control 
market. The result: the embedded Intel386 EX processor, 
announced in October and tailored for a wide assortment 
of electronic systems, from handheld data loggers to 
high-precision industrial control systems. 

е Another major embedded control product, the 
32-bit 1960* microprocessor, increased its lead as the 
best-selling RISC (reduced instruction set computing) 
processor in the world in terms of units sold, according 
to a December 1993 Dataquest report. The 1960 processor 
is used in high-performance applications, such as com- 
puter networking systems, laser printers and emerging 
PC input/output applications. 

e We introduced an array of new hardware and soft- 
ware products aimed at making PC networks easier to 
install and manage. They include five new Ethernet 
adapters, which use flash memory technology to provide 
easy one-step installation and configuration; intelligent 
application services, including storage management, virus 
protection and problem tracking; and enhanced local area 
network (LAN) management software, enabling the LAN 
administrator to view centrally and manage all systems 
connected to the network. 


A HISTORY OF INNOVATION 


In 1993 Intel celebrated its 25th year in business. (To 
order your copy of our special 25th anniversary publi- 
cation, please fill out the enclosed business reply card.) 
In its first 25 years, Intel has done well in an intensely 
competitive industry, and 1994 promises to be no different. 
We face challenges from companies attempting to make 
microprocessors that are compatible with Intel’s, and from 
those who would like to replace the Intel architecture as 
the PC industry leader. We believe that Intel’s employees 
will once again show that they have what it takes to 
compete effectively against these challenges. 

We also face new opportunities. The much-discussed 
convergence of computing and communications opens 
some promising avenues for growth. In recent years, we 
have been moving resources into areas such as faxmodem 
boards, networking products, mobile computing and our 
recently announced ProShare personal conferencing 
products. These products build on Intel's core capabilities 
while also bringing us into market segments with 
excellent potential. 


Craig R. Barrett 
Executive Vice President and Chief Operating Officer 
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25 Y EARS 


In this silver anniversary year, Intel highlights financial results and 
industry and market trends from its 25-year history. 

© - © The year 1993 brought unprecedented growth in Intel's revenues and 
earnings. Return on equity rose significantly on a growing investment base. 
Ө Intel s customer base has become increasingly international over the 
company's history. In 1993, sales were particularly strong in Europe, 
where the PC market was booming. 

© - Q In 1993, Intel’s stock performance dwarfed all previous years. 
(Past performance, of course, does not guarantee future success.) Growth 
in book value per share (the relationship of stockholders’ equity to shares 
outstanding) reflects the reinvestment of profits into the business and new 
infusions of capital. 


[1] Net Revenues 
(Dollars in millions) 
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[4] Geographic Breakdown of Sales 
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(5) Stock Price Trading Ranges by Fiscal Year 
(Dollars) 
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[6] Book Value per Share at Year End 
(Dollars) 
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[7] Revenue and Gross Fixed Assets per Employee 
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FACTS AND FIGURES 


o Employees at Year End 
(Thousands) 
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[12] Affordability of Computing Power 
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o Capital Additions to Property, Plant and Equipment 


(Dollars in millions) Wm Land, Buildings & Improvements 8 Machinery & Equipment 
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[10] Gross Fixed Assets at Year End 
(Dollars in millions) 
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Ф Research and Development 
(Dollars in millions) 
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Source: Intel 


Ф installed Base of PCs Worldwide 
(Millions) 
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EB Actual та Projected 


242 
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Source: Dataquest 


О - © One measure of Intel’s productivity, revenue per employee has 
risen steadily over the years. Fixed assets (gross property, plant and equip- 
ment) per employee has also increased, illustrating the capital-intensive 
nature of Intel’s design, development and manufacturing processes. 

О - Ф Producing state-of-the-art products demands continued invest- 
ment in capital projects and R&D programs. Intel invested a record $2.9 
billion in capital and R&D in 1993, and expects to increase combined 
spending on these activities to $3.5 billion in 1994. 

(D This graph of growth in MIPS (millions of instructions per second) 
per dollar shows how dramatically prices for Intel microprocessor perfor- 
mance have dropped. Last decade's multi-million-dollar supercomputer- 
level performance is now available at affordable prices in desktop PCs. 
[13] In little more than ten years, the PC has become a fixture of businesses 
and many homes around the world. According to Dataquest, approxi- 
mately 125 million units are now in use worldwide. 
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CONSOLIDATED STATEMENTS 
OF INCOME 


Three Years Ended December 25, 1993 


(In millions—except per share amounts) 1993 1992 1991 
CU DOCET ss, déteste ant uoc Lt Айны a E е em ТЕШЕ СЕЙ $8,782 $5,844 $4,779 
(CHRO ӨК А Moe wv uA 7 2 я 4. 3,252 2,557 2,316 
Researetmand develüpnment.... 2 ceteris e ecran Е 970 780 618 
Marketing, general and administrative .................... ОРЕН О E 1,168 1,017 765 
Operating соз яп OXON SES га ена алнан а A E 5,390 4,354 3,699 
Operating income 3,392 1,490 1,080 
ЛИСТЕ ESpenser Е О о eS "re tiers DUREE ORI dee (50) (54) (82) 
Interestinconie aud other Met. ое 188 133 197 
Income DETORE I3X65.. uei Lasse сыз... Жесс ы ti ra о лоб m 3,530 1,569 1,195 
POVISIO ТОПАЕТ tus 1,235 502 376 
ИЕ АИЛ Л СНЕ rer ы ROT йи А с, с. С... cte $2,295 $1,067 $ 819 
Earnings per common and common equivalent share .................................................... $ 5.20 $ 2.49 $ 1.96 
Weighted average common and common equivalent shares outstanding.................... 441 429 418 


See accompanying notes. 
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CONSOLIDATED 
BALANCE SHEETS 


December 25, 1993 and December 26, 1992 


(In millions—except per share amounts) 1993 1992 
Assets 
Current assets: 
ба апа casbiequiyalentsi НЕ а oot etie eis Morem ote uc т — га $ 1,659 $1,843 
Short-term investments 1,477 993 
Accounts receivable, net of allowance for doubtful accounts of $22 
($26 in 1992) 1,448 1,069 
ТОМЕН ect oom ДАНО, ea llus joies pe sub IER ee MEE. A 838 535 
Deferred tax assets 310 205 
Other current assets 70 46 
Total current assets 5,802 4,691 
Property, plant and equipment: 
Land'and'buildings- eoe НЕА гуз ati aee DAMM ME LT LO SPOT M CRE RE КОСТЕР Miner, KS mien то 1,848 1,463 
Machinery and equipment 4,148 2,874 
ОДВОЈИ БОВЕ БН посета ние И eee еуен, JEMEN 317 311 
6,313 4,648 
Loss accumulated depreciation......... ....... «cocer reco nace асаналиева е ААВЫН занеса 2,317 1,832 
Property, plant and equipment, пеї ... р И GERE ТОККЕН а оса T 3,996 2,816 
Long-term investments 1,416 496 
Other TS E E ЕЕН DU Gens: Vegx eges ККК КУ oe CREME AMR ER Т I oe HIR se 130 86 
TES CTL ECCT iai a E ВИ E a E VP ы... em, nues SEE $11,344 $8,089 
Liabilities and Stockholders' Equity 
Current liabilities: 
Short-term debt............................. "RR А ее le ТРИ ВИЕ oce a EAM 59%и. $ 399 $ 202 
one-time cop redeemable Within оле ува ааа 98 110 
PASSAT ДУ vl. „абла ере пен А cM TERR Perge жун 427 281 
Deferred income on shipments to distributors ......................... "iE e е 200 149 
ССПа COIHDEHSRBOD BER DEDE TER о онаа EENE AE AEE т exe атава, 544 435 
СЕВЕ ЯВИ Е т ни виа ин А а а АИ ДИ И ПР Рива e 374 306 
солов e C a а а А мыцы привид у ери а 391 359 
Total current labIllHas.........—. reed класна tetra ciones ЕИО те eee 2,433 1,842 
Long-term debt 426 249 
Deferred tax liabilities 297 180 
PULWELTBHE, a rcs ee TE eee ЖЕЛАЛ ЛКК ККК ЛУ ТОС DV XP ЛЛУ Л ОТУТ 688 373 
Commitments and contingencies..... Serres NINE RA MS җаа кад чак pasa ET LN VK КЕККЕ ЕЕ ЖЕТЕЛ E E e o Ur tpa EE ; 
Stockholders' equity: 
Preferred stock, $.001 par value, 50 shares authorized; none 155ией.................................................................. - — 
Common stock, $.001 par value, 1,400 shares authorized; 418 issued 
and outstanding in 1993 (419 in 1992) and Capital in excess of par value... 2,194 1,776 
Березюк emi o eo ts es 5,306 3,669 
шырыл OLE клр Бү ‚ЛЫЧ ЧЕ eo deer RU RERO 7,500 5,445 
Тога UabItes.andstockholders! Gquity.- оа rete eere ner шашке генче e каушады $11,344 $8,089 


See accompanying notes. 
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CONSOLIDATED STATEMENTS 


OF CASH FLOWS 


Three Years Ended December 25, 1993 


(In millions) 


Cash and cash equivalents, beginning of уеаг................................................................ 

Cash flows provided by (used for) operating activities: 

Мешке mu c NR И ПА Ра И nre REM dedu stus ниви ЕИ 

Adjustments to reconcile net income to net cash provided by operating activities: 
DEPTS CIATION Е рта coerente eet copa а от 
Net loss on retirements of property, plant and едиіртепї................................................. 
PANIC Рана TAU S deb EIS COSA e oo а et esee Йй ы йай edis 
Change in deferred taxassets and liabilities................. лоли 

Changes in assets and liabilities: 
(Increase) decrease in accounts receivable ...................... Se Т ава коти 
TU GSBGIEI HEU V Ое а S TONER а ты ыроо 
(Increase decease TI Otel ASSE поза cese erre ce ERES UTD eie EN И танке saat 
Inopease (decrease) Maccone payable... ж... оиноо Sue eres in 
Дахареве нео employee SIOGR/pIabS:......— 12 2 eco н rS dk peni 
Increase (decrease) Hi Income taxes payable а аалы. 
Increase dno Heri ШЕРИПОВ... Ceoreeaecera ren eere eene ente enin tena кайла арша xa euntes 


пога а јан ателе ае 


Natossh provided by орегаило molivitias.................. oer eo tre rte toten rne наказана 
Cash flows provided by (used for) investing activities: 
Additions to property: plant and equipIuent.........-..- eene eene reete entere t 
(Increase) decrease in short-term investments, йе!......................н.... з... наан 
Additions to long-term investments.................... 


Sales and maturities of long-term investments 


Net cash (used for) Investing activitlos .................... eere eerte nenne ne nennen 

Cash flows provided by (used for) financing activities: 
Increase (decrease) in short-term debt, net ................... cerent tnn 
AGdrüons;to! Ono term Geo E oot eene er Fr RAS E ENSE Ne Ure TEE sweeter 
Reürementioblong-term аер ке: cisco onec eorr eorr tuer Ere R укун korea 
Proceeds from sales of shares through employee stock plans and other ........................... 
Proceeds from sale of Step-Up Warrants, Det ....,.....--..-2--2c--cecsecensesnnsassestsnenneteniedtonzenssesnnsns 
Proceeds from sales of put warrants, net of геригсһаѕезѕ................................................... 
Repurchase айй retirement of COMMON stock................ ertet terree toe аварна tns 
payment овај вена НО Stock] ets «oeconomiae erepto огнен ener 


Net cash provided by financing аси ез. ссесеееееенеенеене 
Net (decrease) increase in cash and cash equivalents .................................................. 


Cash and cash equivalents, end of year......................... Loo tutta thee nnne 
Supplemental disclosures of cash flow information: 
Cash paid during the year for: 

ШИШЕ ERNEUT ON en d DONI UTER ER E TET 


See accompanying notes. 
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1993 1992 1991 
$1,843 $1,519 $1,620 
2,295 1,067 819 
717 518 418 
36 57 25 

17 16 16 

12 13 (19) 
(379) (371) 11 
(303) (113) (7) 
(68) (61) 31 
146 112 (41) 
68 55 35 

32 207 (89) 
228 136 149 
506 569 529 
2,801 1,636 1,348 
(1,933) (1,228) (948) 
(244) 28 (420) 
(1,165) (293) (127) 
5 13 37 
(3,337) (1,480) (1,458) 
197 29 (30) 
148 — 2 
— (20) (75) 
133 138 98 
287 = = 
62 42 14 
(391) = - 
(84) (21) - 
352 168 9 
(184) 324 (101) 
$1,659 $1,843 $1,519 
$ 39 $ 32 $ 59 
$1,123 $ 227 $ 448 


CONSOLIDATED STATEMENTS 
OF STOCKHOLDERS’ EQUITY 


Three Years Ended December 25, 1993 


Common Stock and Capital 
in excess of par value 


Number Retained 

(In millions) of shares Amount Earnings Total 
Balance at December 29, 1990............................................................ 399 $1,573 $2,019 $3,592 
Proceeds from sales of shares through employee stock plans, 

taxibeneft ов а Запа Ова sese es Xa к ette om eeu. 9 133 — 133 
Proceeds fromsalesof putwarrants.... 5л... шалан ЬЕ — 14 — 14 
Reclassification of put warrant обБПраноп ши — (79) (61) (140) 
Netiticonme пей denen Lom t o e Ami ata Ic et em: — — 819 819 
Balance at December 28, 1991............................................................ 408 1,641 2,777 4,418 
Proceeds from sales of shares through employee stock plans, 

taxbenchtoitss ан ако еп талаана 11 193 — 193 
Proceeds from sales of put warrants, net оЁгеригсһаѕезѕ......................... — 42 — 42 
Reclassifications of put warrant obligation, пеї...................................... — (100) (133) (233) 
Cashidividends declared (8:10 per share): sees — — (42) (42) 
Херсон moet n AO emet Eee Se. eer E a ae ad — — 1,067 1,067 
Balance at December 28, 1992............................................................ 419 1,776 3,669 5,445 
Proceeds from sales of shares through employee stock plans, 

taxibenefitof $6S andother mise sot ОЬ tee RR 6 201 — 201 
Proceeds’ from'salesiof put'warealits.- 2:05. et nati ain дала — 62 — 62 
Reclassifications of put warrant obligation, пеї...................................... — (37) (278) (315) 
Proceeds from sale of Step-Up Warrants, пеї......................................... -- 287 — 287 
Repurchase and retirement of common 80сК. оценен (7) (95) (296) (391) 
Cash dividendsideclared!($:20 per share)... ettet — — (84) (84) 
в щрошететжи A MUR EUCH oem nie tr e eu SE — — 2,295 2,295 
Balance'at December 28; 10D09—....- Еби ове Wenn 418 $2,194 $5,306 $7,500 


See accompanying notes. 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


ACCOUNTING POLICIES 


Fiscal Year. Intel Corporation (“Intel” or “the Company") has a fiscal 
year that ends the last Saturday in December. Fiscal years 1993, 

1992 and 1991, each 52-week years, ended on December 25, 26 and 
28, respectively. The next 53-week year, fiscal 1994, will end on 
December 31, 1994. 

Basis of Presentation. The consolidated financial statements include 
the accounts of Intel Corporation and all of its wholly-owned sub- 
sidiaries. All significant intercompany accounts and transactions have 
been eliminated. Accounts denominated in foreign currencies have been 
remeasured into the functional currency in accordance with Statement 
of Financial Accounting Standards (FAS) No. 52, “Foreign Currency 
Translation,” using the U.S. dollar as the functional currency. 

Cash and Cash Equivalents. Cash and cash equivalents are highly 
liquid investments with insignificant interest rate risk and original 
maturities of three months or less. They are carried at cost which 
approximates fair value. 

Investments. The Company accounts for investments at cost pursuant 
to FAS No. 12, “Accounting for Certain Marketable Securities,” where 
applicable. Adoption in fiscal 1994 of FAS No. 115, “Accounting for 
Certain Investments in Debt and Equity Securities,” is not expected to 
have a material impact on Intel’s financial statements. 

Inventories. Inventories are stated at the lower of cost or market. Cost 
is computed on a currently adjusted standard basis (which approximates 
actual cost on a current average or first-in, first-out basis). Market is 
based upon estimated average selling price reduced by normal gross 
margin. Inventories at fiscal year-ends are as follows: 


(In millions) 1993 1992 
Materials and purchased parts $216 $105 
Work in process 321 220 
Finished goods 301 210 
Total $838 $535 


Property, Plant and Equipment. Property, plant and equipment are 
stated at cost. Depreciation is computed for financial reporting purposes 
principally by use of the straight-line method over the estimated useful 
lives of the assets. The Company uses accelerated methods of computing 
depreciation for tax purposes. 

Deferred Income on Shipments to Distributors. Certain of Intel’s 
sales are made to distributors under agreements allowing price protec- 
tion and/or right of return on merchandise unsold by the distributors. 
Because of frequent sales price reductions and rapid technological 
obsolescence in the industry, Intel defers recognition of such sales until 
the merchandise is sold by the distributors. 

Interest. Interest, and gains and losses related to contractual agreements 
to hedge certain investment positions and debt (see “Other Financial 
Instruments” on page 13) are recorded as net interest income and 
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expense on a monthly basis. Interest expense capitalized as a component 
of construction costs was $8 million, $11 million and $6 million for 
1993, 1992 and 1991, respectively. 

Accounting for Income Taxes. During fiscal 1993, the Company 
adopted FAS No. 109, “Accounting for Income Taxes,” effective as 

of the beginning of fiscal 1993. Prior years were accounted for under 
FAS No. 96. This adoption had no material effect on Intel’s financial 
statements. 

Earnings Per Common and Common Equivalent Share. Earnings per 
common and common equivalent share are computed using the weighted 
average number of outstanding common shares and dilutive common 
equivalent shares outstanding. Fully diluted earnings per share have not 
been presented as part of the consolidated statements of income because , 
the differences are insignificant. 

Stock Split. Effective May 6, 1993, the Company declared a two-for- 
one stock split and increased its authorized shares of Common Stock to 
1.40 billion. Share, per share, Common stock, Capital in excess of par 
value and warrant amounts herein have been restated as necessary to 
reflect the effect of this stock split. 

Reclassifications. Certain amounts reported in previous years have 
been reclassified to conform to the 1993 presentation. 


COMMON STOCK 


Common Stock Purchase Rights. In 1989, the Board of Directors 
authorized the issuance of one Common Stock Purchase Right (a 
*Right") for each share of Common Stock. The Rights trade automati- 
cally with shares of the Company’s Common Stock and may not be 
exercised or traded separately until certain events occur, including the 
announcement of an offer to acquire at least 20% of the Company’s out- 
standing Common Stock. After becoming exercisable, each Right enti- 
tles its holder to purchase one share of Common Stock of Intel at $260 
per share. In addition, after any person (an “Acquiring Person”) acquires 
20% or more of the Company’s outstanding Common Stock in a trans- 
action which the Board of Directors has not determined to be in the best 
interests of the Company and its stockholders, each Right (other than 
those held by the Acquiring Person) entitles its holder to purchase for the 
exercise price that number of shares of Common Stock having a market 
value of two times the exercise price. Also, if after a person has become 
an Acquiring Person, the Company is a party to a merger or other busi- 
ness combination, each Right (other than Rights held by the Acquiring 
Person) entitles its holder to purchase for the exercise price that number 
of shares of common stock of the surviving corporation worth two times 
the exercise price. 

At any time before the tenth day after a person becomes an Acquiring 
Person, the Company may redeem the Rights, in whole but not in part, 
at a redemption price of $.01 per Right. In addition, at any time after a 
person becomes an Acquiring Person and prior to such Acquiring Person 
owning 50% or more of the outstanding Common Stock, the Company 
may exchange the Rights (other than Rights held by the Acquiring 


Person), in whole or in part, at an exchange ratio of one Common Share 
per Right. The Rights will expire, if not earlier redeemed or exchanged, 
on May 1, 1999. The exercise price, redemption price and exchange 
ratio are subject to adjustment under certain circumstances. 

1998 Step-Up Warrants. In 1993, the Company issued 20 million 1998 
Step-Up Warrants to purchase 20 million shares of Common Stock. This 
transaction resulted in an increase of $287 million in Common Stock 
and Capital in excess of par value, representing net proceeds from the 
offering. The Warrants became exercisable in May 1993 at an effective 
price of $71.50 per share of Common Stock, subject to annual increases 
to a maximum price of $83.50 per share effective in March 1997. The 
Warrants expire on March 14, 1998 if not previously exercised. At 
prevailing market prices for Intel's Common Stock, there is no dilutive 
effect on earnings per share for the periods presented. 

Stock Repurchase Program. In 1990, the Board of Directors authorized 
the repurchase of up to 40 million shares of Intel's Common Stock in 
open market or negotiated transactions. The Company repurchased and 
retired 6.4 million shares in 1990; none in 1991 or 1992. During 1993, 
the Company repurchased and retired an additional 7.3 million shares at 
a cost of $391 million. As of December 25, 1993, after reserving shares 
to cover outstanding put warrants, 11.5 million shares remained avail- 
able for repurchase under this authorization. 


PUT WARRANTS 


In a series of private placements in 1991, 1992 and 1993, the Company 

sold put warrants that entitle the holder of each warrant to sell one share 
of Common Stock to the Company, at a specified price. Activity during 
these years is summarized as follows: 


Cumulative 


Put Warrants Outstanding 


Proceeds 

Received Number Potential 
(In millions) (Paid) of Warrants Obligation 
December 29, 1990 = = == 
Sales $ 14 7.0 $ 140 
December 28, 1991 14 7.0 140 
Sales 43 14.0 373 
Repurchases (1) (5.2) (104) 
Expirations — (1.8) (36) 
December 26, 1992 56 14.0 373 
Sales 62 10.8 561 
Expirations = (10.0) (246) 
December 25, 1993 $118 14.8 $688 


The amount related to Intel’s potential repurchase obligation has 
been reclassified from Stockholders' Equity to Put Warrants. The 14.8 
million put warrants outstanding at December 25, 1993 expire on vari- 
ous dates between January 1994 and October 1994, and have exercise 
prices ranging from $31.50 to $65.00 per share. There is no significant 
dilutive effect on earnings per share for the periods presented. 
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BORROWINGS 


Short-term debt. Short-term debt at December 25, 1993 consisted of 
$2 million notes payable, $85 million borrowed under foreign and 
domestic lines of credit, $197 million borrowed under reverse repur- 
chase agreements and $115 million borrowed under other arrangements. 
At December 25, 1993, the Company and its subsidiaries had estab- 
lished foreign and domestic lines of credit of approximately $925 mil- 
lion. These lines are generally renegotiated on an annual basis. The 
Company complies with compensating balance requirements related to 
certain of these lines of credit; however, such requirements are imma- 
terial and do not legally restrict the use of cash. The weighted average 
interest rate on notes payable, borrowings under lines of credit and 
reverse repurchase agreements outstanding at December 25, 1993 was 
approximately 6.296. This rate includes borrowings of $197 million 
under reverse repurchase agreements at an average rate of 7.9% that 
hedge certain foreign currency denominated investments. Short-term 
debt is generally due within three months or on demand. It is carried 
at cost which approximates fair value due to the short period of time 
to maturity. 

Commercial Paper. The Company borrows under commercial paper 
programs under which the outstanding balance reached $700 million in 
1993 and $689 million in 1992. This debt is rated A1- by Standard and 
Poor's and P1 by Moody's. The proceeds are used to fund short-term 
working capital needs. 

Long-term Debt. Long-term debt at fiscal year-ends is as follows: 


(In millions) 1993 1992 
Payable in U.S. dollars: 
1983 Series A AFICA Bonds $ 80 $ 80 
1983 Series B AFICA Bonds 30 30 
Zero Coupon Notes, net of unamortized 

discount of $27 ($44 in 1992) 160 143 
8'/s% Notes 98 98 
Other U.S. dollar debt 6 4 
Payable in other currencies: 

Irish punt due 2018 73 — 

Irish punt due 2008 73 — 
Other foreign currency debt 4 4 
(Less redeemable long-term debt) (98) (110) 
Total $426 $249 


The $80 million 1983 Series A and $30 million 1983 Series B Bonds 
were issued by the Puerto Rico Industrial, Medical and Environmental 
Pollution Control Facilities Financing Authority (AFICA). The Com- 
pany has guaranteed repayment of principal and interest on these bonds, 
which are subject to redemption prior to maturity upon the occurrence 
of certain events. The bonds are adjustable and redeemable (at the option 
of either the Company or the bondholder) every five years from 1988 
through 2008 in accordance with certain formulas. 
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The Series A Bonds are due September 1, 2013 and were last 
repriced and a portion remarketed on September 1, 1993, with an over- 
all effective interest rate of 4.196 through August 1998. They are next 
adjustable and redeemable on September 1, 1998. As of December 25, 
1993, their fair value was $80 million ($81 million at December 26, 
1992), based on quoted market prices for similar securities. 

The Series B Bonds are due December 1, 2013 and were last repriced 
and a portion remarketed at a discount on December 1, 1993, with an 
overall effective interest rate of 4.0% through November 1998. They are 
next adjustable and redeemable on December 1, 1998. As of December 
25, 1993, their fair value was $30 million ($31 million at December 26, 
1992), based on quoted market prices for similar securities. 

The zero coupon notes are due May 15, 1995 and have an effective 
yield to maturity of 11.7596, compounded semiannually, with interest 
payable at maturity. In 1992, the Company repurchased $29 million prin- 
cipal amount of the notes on the open market. As of December 25, 1993, 
the fair value of the notes was $178 million ($164 million at December 
26, 1992), based on quoted market prices for similar securities. 

The 8'/s% notes are due March 15, 1997 and are redeemable on 
or after March 15, 1994 at the option of the Company. Subsequent to 
year-end 1993, the Company issued notice of its intention to redeem 
the outstanding notes in March 1994. As of December 25, 1993, their 
fair value was $99 million ($104 million at December 26, 1992), based 
on quoted market prices. 

In January and July 1993, the Company borrowed 35 million and 
11 million Irish punts (approximate U.S. dollar equivalent of $56 million 
and $17 million, respectively), maturing December 15, 2018 in connec- 
tion with the financing of a factory in Ireland. The debt has an effective 
interest rate of 8.7% until January 1, 2007 and thereafter of 11.7% until 
maturity. Proceeds have been invested in long-term, Irish punt denom- 
inated, interest-bearing instruments that effectively hedge foreign 
currency exposure. As of December 25, 1993, the fair value of these 
borrowings was $66 million, based on current exchange rates. 

In October 1993, the Company borrowed 50 million Irish punts 
(approximate U.S. dollar equivalent of $73 million) maturing October 
14, 2008 in connection with the financing of equipment in Ireland. This 
debt has an effective rate of 5.196 through October 14, 1994, and the rate 
is reset annually. Proceeds have been invested in long-term, Irish punt 
denominated, interest-bearing instruments that effectively hedge foreign 
currency exposure. As of December 25, 1993, the fair value of these 
borrowings was $71 million, based on current exchange rates. 

Other U.S. dollar and foreign currency debt are at floating interest 
rates. As of December 25, 1993, fair value approximated carrying value 
since this debt is repriced frequently at market rates. 

During 1993, the Company filed a shelf registration statement with 
the SEC covering various securities. When combined with previous 
registration statements, this filing gave Intel the authority to issue up 
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to $3.2 billion in the aggregate of Common Stock, Preferred Stock, 
depositary shares, debt securities and warrants to purchase the Com- 
pany's Common Stock, Preferred Stock and debt securities, and, subject 
to certain limits, stock index warrants and foreign currency exchange 
units. In March 1993, Intel completed a public offering of Step-Up 
Warrants under this registration (see page 11) and may issue additional 
securities having an aggregate public offering price of approximately 
$1.4 billion. 

As of December 25, 1993, aggregate debt maturities are as follows: 
1994— $98 million; 1995—$189 million; 1996—none; 1997— попе; 
1998—$110 million; and thereafter—$154 million. 


INVESTMENTS 


Investments consist of time deposits, certificates of deposit, U.S. and 
European commercial paper, Euro-time deposits, U.S. and foreign gov- 
ernment obligations, U.S. government agencies’ obligations, corporate 
bonds, fixed and floating rate notes, loan participations, municipal 
obligations, collateralized mortgage obligations, equity investments, 
money market preferred stock and investments made under repurchase 
agreements. Investments denominated in foreign currencies are hedged 
by currency forward contracts, currency interest rate swaps or foreign 
currency borrowings. Investments with maturities of greater than one 
year are classified as long-term. 

At December 25, 1993, the fair value of long-term investments at 
fixed rates was $203 million ($49 million at December 26, 1992), 
compared to $207 million carrying value ($46 million at December 26, 
1992). Fair values of fixed rate investments are based on quoted market 
prices for similar securities or current exchange rates. The fair value of 
long-term investments at floating rates, or swapped to floating rates with 
interest rate swaps, approximates carrying value since they are repriced 
frequently at market rates. The fair value of short-term investments 
approximates carrying value due to either the short period of time to 
maturity or the fact that they have been swapped to floating rates with 
interest rate swaps. 

Investments consist primarily of A2 or better quality bonds and 
investments with A2 or better rated counterparties for long-term trans- 
actions, and A1 or P1 or better rated counterparties for short-term 
transactions. Foreign government regulations imposed upon investment 
alternatives of foreign subsidiaries or the absence of A2 rated financial 
institutions in some countries result in some minor exceptions. Collateral 
has been obtained and secured from counterparties against investments 
whenever deemed necessary. At December 25, 1993, investments were 
placed with approximately 100 different financial institutions or other 
issuers, and no individual security, financial institution or issuer 
exceeded 10% of total investments. 


OTHER FINANCIAL INSTRUMENTS 


The Company enters into various off-balance-sheet financial transactions 
including currency forward contracts, currency options, interest rate 
swaps and currency interest rate swaps to hedge its currency, equity and 
interest rate exposures. Those instruments involve, to varying degrees, 
elements of market and interest rate risk in excess of the amount recog- 
nized in the consolidated balance sheets. 

At December 25, 1993, the outstanding face amounts of currency 
forward contracts totaled approximately $620 million ($462 million at 
December 26, 1992), including $413 million ($80 million at December 
26, 1992), which hedge foreign currency investments. Other outstanding 
contracts include $28 million of currency options ($24 million at 
December 26, 1992), $110 million of debt interest rate swaps ($258 
million at December 26, 1992) and $1,069 million of investment 
interest rate swaps ($714 million at December 26, 1992). 

While the contract or notional amounts often are used to express the 
volume of these transactions, the amounts potentially subject to credit 
risk (arising from the possible inability of counterparties to meet the 
terms of their contracts) are generally limited to the amounts, if any, by 
which the counterparties’ obligations exceed the obligations of the Com- 
pany. At December 25, 1993, the fair value of outstanding off-balance- 
sheet assets based on pricing models using current market rates were: 
currency forward contracts, $9 million ($1 million at December 26, 
1992); and debt interest rate swaps, none ($14 million at December 26, 
1992). The fair value of investment interest rate swaps has been included 
with the fair value of the related underlying investments. These off- 
balance-sheet instruments offset currency and interest rate exposure 
of underlying assets, liabilities and other obligations. The Company 
controls credit risk through credit approvals, limits and monitoring 
procedures. Credit rating policies similar to those for investments are 
followed for off-balance-sheet transactions. 


CONCENTRATIONS OF CREDIT RISK 


Financial instruments that potentially subject the Company to concen- 
trations of credit risk consist principally of investments and trade re- 
ceivables. Intel places its investments with high-credit-quality financial 
institutions and, by policy, limits the amount of credit exposure to any 
one financial institution. A majority of the Company's trade receivables 
are derived from sales to manufacturers of microcomputer systems, with 
the remainder spread across various other industries. The Company 
keeps pace with the evolving computer industry and has adopted credit 
policies and standards to accommodate the industry's growth and 
inherent risk. Management believes that any risk of accounting loss is 
significantly reduced due to the diversity of its products, end customers 
and geographic sales areas. Intel performs ongoing credit evaluations of 
its customers' financial condition and requires collateral, such as letters 
of credit and bank guarantees, whenever deemed necessary. 


INTEREST INCOME AND OTHER 


(In millions) 1993 1992 1991 
Interest income $155 $141 $194 
Foreign currency (losses) gains — (1) 4 
Other income (loss) 33 (7) (1) 
Total $188 $133 $197 


Other income for 1993 includes nonrecurring gains from the sale of 
certain foreign benefits related to the Company's Irish expansion and 
dividend income earned on equity investments. Other loss for 1992 
includes a provision to cover the Company's liability for damages 
payable under an arbitration decision, partially offset by income from 
incentive credits. Other loss for 1991 includes a loss on the disposal of 
certain portions of the Company's customer service operations and the 
write-down of goodwill related to an acquisition, offset in part by gains 
on the sale of investments and land. 


PROVISION FOR TAXES 


In 1993, Intel adopted FAS No. 109, *Accounting for Income Taxes," 
effective as of the beginning of fiscal year 1993. Prior years were 
accounted for under FAS No. 96 and have not been restated. This 
adoption had no material effect on the Company's financial statements. 
Income before taxes and the provision for taxes consist of the 


following: 

(In millions) 1993 1992 1991 

Income before taxes: 

Us. $2,587 $ 924 $ 671 

Foreign 943 645 524 

Total income before taxes: $3,530 $1,569 $1,195 

Provision for taxes: 

Federal: 

Current $ 946 $ 339 $ 271 

Deferred 35 6 (16) 
981 345 255 

State: 

Current 150 TA 58 

Foreign: 

Current 127 79 66 

Deferred (23) Z (3) 
104 86 63 

Total provision for taxes $1,235 $ 502 $ 376 

Effective tax rate 35.0% 32.0% 31.5% 
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The tax benefit associated with disqualifying dispositions of stock 
options and the employee stock purchase plan reduced taxes currently 
payable for 1993 by $68 million. Such benefits are credited to Common 
Stock and Capital in excess of par value when realized. 

The provision for taxes reconciles to the amount computed by apply- 
ing the statutory federal rate of 3596 for 1993 (34% for 1992 and 1991) 
to income before taxes as follows: 


(In millions) 1993 1992 1991 
Computed expected tax $1,235 $533 $406 
State taxes, net of federal 

benefits 98 47 38 
Research and experimental 

credit (23) (7) (12) 
Foreign sales corporation 

benefit (46) (36) (35) 
Reduction of taxes provided 

in prior periods к= = (20) 
Provision for combined foreign 

and U.S. taxes on certain 

foreign income at rates 

greater (less) than U.S. rate 1 (17) (15) 
Other (30) (18) 14 
Provision for taxes $1,235 $502 $376 


Deferred income taxes reflect the net tax effects of temporary differ- 
ences between the carrying amount of assets and liabilities for financial 
reporting purposes and the amounts used for income tax purposes. 
Significant components of the Company's deferred tax assets and 
liabilities as of the end of fiscal 1993 are as follows: 


(In millions) 1993 
Deferred tax assets: 
Accrued compensation and other benefits $ 44 
Accrued advertising 18 
Deferred income 76 
Inventory valuation 77 
Interest and taxes 72 
Other, net 23 
310 
Deferred tax liabilities: 
Depreciation (245) 
Unremitted earnings of certain subsidiaries (52) 
(297) 
Net deferred tax asset $ 13 
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During 1991 and 1992, in accordance with FAS No. 96, deferred 
income taxes were provided for significant temporary differences. The 
principal items making up the 1992 deferred tax expense included $42 
million for depreciation reduced by $18 million for inventory valuation 
and other reserves, and $12 million of other items. In 1991, deferred 
tax expense included $36 million for depreciation and other items, 
reduced by $55 million for inventory valuation and other reserves. 

The Company’s U.S. income tax returns for the years 1978 through 
1982 have been examined by the Internal Revenue Service (IRS). In 
June 1989, the Company received a notice of proposed deficiencies from 
the IRS totaling $36 million, exclusive of penalties and interest, for the 
years 1978 through 1982. These proposed deficiencies relate primarily to 
subsidiary operations in Puerto Rico. In September 1989, the Company 
filed a petition in the U.S. Tax Court contesting these proposed deficien- 
cies. The Company has reached final settlement of certain issues with 
the IRS. As a result of this settlement, Intel’s 1991 provision for taxes 
reflected a $20 million reduction of taxes provided in prior periods. In 
June 1993, the U.S. Tax Court ruled in favor of the Company on one 
additional issue and for the IRS on another, smaller issue. These rulings 
can be appealed by either party. Management believes that adequate 
amounts of tax and related interest and penalties, if any, have been 
provided for any adjustments which may result from the unsettled 
portions of the case. 

The Company’s U.S. income tax returns for the years 1983 through 
1987 are presently under examination by the IRS. Final proposed 
adjustments have not yet been received for these years. In addition, 
examination by the IRS of the Company’s income tax returns for the 
years 1988 through 1990 began in 1993. Management believes that 
adequate amounts of tax and related interest and penalties, if any, have 
been provided for any adjustments which may result for the years 
under examination. 


EMPLOYEE BENEFIT PLANS 


Stock Option Plans. Intel has stock option plans (hereafter referred 

to as the EOP Plans) under which officers, key employees and non- 
employee directors may be granted options to purchase shares of the 
Company’s authorized but unissued Common Stock. The Company also 
has an Executive Long-Term Stock Option Plan (ELTSOP) under which 
certain key executive officers may be granted options to purchase shares 
of the Company’s authorized but unissued Common Stock. Under all 
the plans, the option purchase price is not less than the fair market 
value at the date of grant. 


Options currently expire no later than ten years from the grant date. 
Proceeds received by the Company from stock option exercises are 
credited to Common Stock and Capital in excess of par value. 
Additional information with respect to EOP Plan activity is as follows: 


Outstanding Options 


Shares 

Available Number Aggregate 
(In millions) For Options of Shares Price 
December 29, 1990 43.2 39.8 $505 
Grants (6.7) 6.7 154 
Exercises — (5.9) (48) 
Cancellations 1.6 (1.6) (26) 
December 28, 1991 38.1 39.0 585 
Grants (7.3) 7.3 195 
Exercises — (7.6) (78) 
Cancellations 1.9 (1.9) (33) 
December 26, 1992 32.7 36.8 669 
Grants (7.6) 7.6 357 
Exercises = (4.5) (56) 
Cancellations 0.9 (0.9) (24) 
December 25, 1993 26.0 39.0 $946 
Options exercisable at: 
December 28, 1991 101.5 $101 
December 26, 1992 9.8 $109 
December 25, 1993 10.2 $135 


The range of exercise prices for options outstanding at December 25, 
1993 was $6.08 to $71.25. These options will expire if not exercised 
at specific dates ranging from January 1994 to December 2003. 
Exercise prices for options exercised during the three-year period ended 
December 25, 1993 ranged from $3.52 to $35.13. 

Activity for the ELTSOP Plan is summarized below: 


Outstanding Options 


Shares 

Available Number Aggregate 
(In millions) For Options of Shares Price 
December 29, 1990 6.0 4.0 $58 
Exercises — (0.1) (2) 
Cancellations 0.4 (0.4) (5) 
December 28, 1991 6.4 3.5 51 
Exercises — (0.3) (4) 
Cancellations 0.2 (0.2) (3) 
December 26, 1992 6.6 3.0 44 
Grants (0.2) 0.2 11 
Exercises = (0.4) (6) 
December 25, 1993 6.4 2.8 $49 
Options exercisable at: 
December 28, 1991 0.4 $6 
December 26, 1992 0.5 $7 
December 25, 1993 0.7 $11 
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The exercise prices of options outstanding at December 25, 1993 
ranged from $14.63 to $54.63. These options will expire if not exercised 
at specific dates ranging from April 1999 to July 2003. The price range 
for options exercised during the three-year period ended December 25, 
1993 was $14.63 to $14.69. 

Stock Participation Plan. Under this plan, qualified employees may 
purchase shares of Intel's Common Stock at 8596 of fair market value at 
specific, predetermined dates. Of the 59.0 million shares authorized to 
be issued under the plan, as amended, 17.3 million shares were available 
for issuance at December 25, 1993. Employees purchased 2.2 million 
shares in 1993 (2.6 million and 2.5 million in 1992 and 1991, respec- 
tively) for $71 million ($57 million and $48 million in 1992 and 1991, 
respectively). 

Retirement Plans. The Company provides profit-sharing retirement 
plans (the *Profit-Sharing Plans") for the benefit of qualified employees 
in the U.S. and Puerto Rico. The plans are designed to provide employ- 
ees with an accumulation of funds at retirement and provide for annual 
discretionary contributions to trust funds. 

Effective December 1991, the Company adopted a non-qualified 
profit-sharing retirement plan (the *Non-Qualified Plan") for the benefit 
of qualified employees in the U.S. This plan is designed to permit certain 
discretionary employer contributions in excess of the tax limits applica- 
ble to the profit-sharing retirement plans discussed above and to permit 
certain employee deferrals in excess of certain tax limits. This plan is 
intended to be an unfunded plan. 

The Company accrued $103 million for the Profit-Sharing Plans and 
the Non-Qualified Plan in 1993 ($93 million in 1992 and $136 million 
in 1991). The Company expects to fund approximately $107 million for 
the 1993 contribution to the Profit-Sharing Plans and to allocate approx- 
imately $2 million for the Non-Qualified Plan. A portion of this contri- 
bution will be funded from amounts carried forward from prior years. 
The remaining amount carried forward from prior years, $120 million, 
is expected to be contributed to these plans when allowable under IRS 
regulations and plan rules. 

Contributions made by the Company vest based on the employee's 
years of service. Vesting begins after three years of service in 2096 
annual increments until the employee is 100% vested after seven years. 

The Company provides qualified defined benefit pension plans for 
the benefit of qualified employees in the U.S. and Puerto Rico. Each 
plan provides for minimum pension benefits that are determined by a 
participants years of service, final average compensation (taking into 
account the participant's social security wage base) and the value of the 
Company's contributions, plus earnings, in the Profit-Sharing Plan. If 
the balance in the participants Profit-Sharing Plan exceeds the pension 
guarantee, the participant will receive benefits from the Profit-Sharing 
Plan only. Intel's funding policy is consistent with the funding require- 
ments of federal laws and regulations. 
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Pension expense for 1993, 1992 and 1991 for the U.S. and Puerto 
Rico plans included the following components: 


(In millions) 1993 1992 1991 
Service cost-benefits 

earned during the year $1 $1 $1 
Interest cost of projected 

benefit obligation 1 1 1 
Actual investment (return) 

on plan assets (1) = (1) 
Net amortization and deferral -- (1) 1 
Net pension expense $1 $1 $2 


The funded status of these plans as of December 25, 1993 and 
December 26, 1992 is as follows: 


(In millions) 1993 1992 
Vested benefit obligation $(2) $(1) 
Accumulated benefit obligation $(2) $(1) 
Projected benefit obligation $(8) $(8) 
Fair market value of plan assets 6 5 
Projected benefit obligation 

(in excess of) plan assets (2) (3) 
Unrecognized net (gain) (10) (9) 
Unrecognized prior service cost 5 6 
Accrued pension costs $(7) $(6) 


At fiscal year-ends, the weighted average discount rates and long- 
term rates for compensation increases used for estimating the benefit 
obligations and the expected return on plan assets were as follows: 


1993 1992 1991 
Discount rate 7.096 8.596 8.596 
Expected long-term return on assets 8.596 8.596 8.596 
Average increase in compensation levels 5.0% 5.596 5.596 


Plan assets of the U.S. and Puerto Rico plans consist primarily 
of listed stocks and bonds, repurchase agreements, money market 
securities, U.S. government securities and stock index derivatives. 
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The Company has defined benefit pension plans in certain foreign 
countries where required by statute. The Company's funding policy for 
foreign defined benefit plans is consistent with the local requirements in 
each country. Pension expense for 1993, 1992 and 1991 for the foreign 
plans included the following: 


(In millions) 1993 1992 1991 
Service cost-benefits 
earned during the year $5 $5 $5 


Interest cost of projected 
benefit obligation 6 5 3 


Actual investment (return) 


on plan assets (7) — (8) 
Net amortization and deferral 2 (5) 5 
Net pension expense $6 $5 $5 


The funded status of the foreign defined benefit plans as of 
December 25, 1993 and December 26, 1992 is summarized below: 


Assets Accumulated 


Exceed Benefits 
1993 Accumulated Exceed 
(In millions) Benefits Assets 
Vested benefit obligation $(27) $ (3) 
Accumulated benefit obligation $(28) $ (7) 
Projected benefit obligation $(39) $(12) 
Fair market value of plan assets 41 2 
Projected benefit obligation 

less than (in excess of) plan assets 2 (10) 

Unrecognized net loss — — 
Unrecognized net transition obligation — 1 
Prepaid (accrued) pension costs $. 2 $ (9) 

Assets Accumulated 

Exceed Benefits 
1992 Accumulated Exceed 
(In millions) Benefits Assets 
Vested benefit obligation $(23) $ (2) 
Accumulated benefit obligation $(24) $ (5) 
Projected benefit obligation $(36) $ (9) 
Fair market value of plan assets 32 2 
Projected benefit obligation 

(in excess of) plan assets (4) (7) 

Unrecognized net loss (gain) 6 (1) 
Unrecognized net transition obligation = 
Prepaid (accrued) pension costs $ 2 $ (7) 


At fiscal year-ends, the weighted average discount rates and long- 
term rates for compensation increases used for estimating the benefit 
obligations and the expected return on plan assets were as follows: 


1993 1992 1991 


Discount rate 5.5%-14% 5.5%-24% 5.596—2496 


Expected long-term 


return on assets 5.5%-14% 5.5%-24% 5.5%-24% 


Average increase in 
compensation levels 


4.5%-11% 4.596—1896 4.596—1896 
Plan assets of the foreign plans consist primarily of listed stocks, 
bonds and cash surrender value life insurance policies. 
Other Postretirement Benefits. As of December 25, 1993, Intel does 
not offer the types of benefits covered by FAS No. 106, “Employers’ 
Accounting for Postretirement Benefits Other Than Pensions," and thus 
is not affected by this statement. The Company also does not expect to 
be materially impacted by FAS No. 112, “Employers’ Accounting for 
Postemployment Benefits," which is effective for years beginning after 


December 15, 1993. 


COMMITMENTS 


The Company leases a portion of its capital equipment and certain of its 
facilities under leases that expire at various dates through 2009. Rental 
expense was $35 million in 1993, $39 million in 1992 and $50 million 
in 1991. Minimum rental commitments under all non-cancelable leases 
with an initial term in excess of one year are payable as follows: 1994— 
$12 million; 1995—$8 million; 1996—$4 million; 1997—$3 million; 
1998—$2 million; 1999 and beyond—$2 million. Commitments for 
construction or purchase of property, plant and equipment approximated 
$654 million at December 25, 1993. In connection with certain contract 
manufacturing arrangements, Intel had minimum purchase commitments 
of approximately $300 million at December 25, 1993 for flash memories 
and other products intended for sale. 


CONTINGENCIES 


On August 29, 1991, the Company was sued by Advanced Micro 
Devices, Inc. (AMD) in the U.S. District Court for the Northern District 
of California, alleging violations of the U.S. antitrust laws and claiming 
$2 billion damages and requesting treble damages under the antitrust 
laws. Intel believes the suit to be without merit and has filed motions 
for dismissal and for summary judgment. Intel’s motion to dismiss a 
significant portion of AMD’s allegations was granted on December 17, 
1991. A trial on the remaining issues is currently scheduled for October 
1994. Intel intends to continue to defend these allegations vigorously. 
While the ultimate outcome of these claims cannot be determined at 
this time, management, including internal counsel, does not believe 
that the ultimate outcome will have a material adverse impact on the 
Company’s financial position. 


The Company has been named to the California and Federal Super- 
fund lists for three of its sites and has completed, along with two other 
companies, a Remedial Investigation/Feasibility Study with the federal 
Environmental Protection Agency (EPA) to evaluate the ground water in 
a certain area related to one of its sites. The EPA has issued a Record of 
Decision with respect to a ground-water cleanup plan at that site, includ- 
ing expected costs to complete. Under the California and Federal Super- 
fund statutes, liability for cleanup of this site is joint and several. The 
Company, however, has reached agreement in principle with those same 
two companies which significantly limits the Company’s liabilities 
under the proposed cleanup plan. In addition, the Company has done 
extensive cleanup and studies of its sites. In the opinion of management, 
including internal counsel, the potential losses to the Company in excess 
of amounts already accrued arising out of these matters will not have 
a material adverse effect on the Company’s financial position, even if 
joint and several liability were to be assessed. 

The Company is party to various other legal proceedings. In the 
opinion of management, including internal counsel, these proceedings will 
not have a material adverse effect on the financial position or overall 
trends in results of operations of the Company. 


INDUSTRY SEGMENT REPORTING 


Intel and its subsidiaries operate in one dominant industry segment. The 
Company is engaged principally in the design, development, manufac- 
ture and sale of microcomputer components and related products at var- 
ious levels of integration. One significant customer accounted for 10% 
of revenues in 1993. No customers exceeded 10% of revenues in 1992 or 
1991. Major operations outside the United States include manufacturing 
facilities in Ireland, Israel, Malaysia and the Philippines, and sales sub- 
sidiaries in Japan, Asia-Pacific, and throughout Europe and other parts 
of the world. Summary balance sheet information for operations outside 
the United States at fiscal year-ends is as follows: 


(In millions) 1993 1992 
Total assets $2,192 $1,715 
Total liabilities $ 637 $ 434 
Net property, plant and equipment $1,042 $ 578 


INTEL CORPORATION 1993 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


Geographic information for the three years ended December 25, 1993 


is presented in the table below. Transfers between geographic areas are 
accounted for at amounts which are generally above cost and consistent 
with rules and regulations of governing tax authorities. Such transfers 


are eliminated in the consolidated financial statements. Operating income 


by geographic segment does not include an allocation of general corpo- 
rate expenses. Identifiable assets are those assets that can be directly 
associated with a particular geographic area. Corporate assets include 
cash and cash equivalents, short-term investments, deferred tax assets, 
other current assets, long-term investments and certain other assets. 


Transfers 
Sales to between 
unaffiliated geographic Net Operating Identifiable 
(In millions) customers areas revenues income assets 
1993 
$4,416 $ 3,406 $7,822 $2,896 $ 5,379 
2,476 51 2,527 309 1,214 
678 119 797 108 351 
1,212 745 1,957 132 420 
— 566 566 348 207 
— (4,887) (4,887) 85 (1,123) 
LE — — (486) 4,896 
$8,782 ш $8,782 $3,392 $11,344 
1992 
LU ETE ESTE S СА cere OUR EE EET CETT TETTE $3,018 $ 2,339 $5,357 $1,313 $ 3,761 
1,435 47 1,482 160 937 
452 71 523 54 282 
939 595 1,534 127 321 
— 444 444 269 175 
НИВА TE 0 serene io е онаа аа — (3,496) (3,496) 28 (751) 
= — — (461) 3,364 
Сапконав ва са eec tct RR $5,844 — $5,844 $1,490 $ 8,089 
1991 
United Sites Oe eme Emm. $2,329 $ 1,949 $4,278 $ 943 $ 3,088 
Бигоре se SCREEN ел. 1,057 24 1,081 114 621 
Тарай ee ERE E ООЛ 493 37 530 40 252 
а Рао етар eee 900 467 1,367 121 209 
OHD И eer ена — 308 308 165 138 
HAE а VOY оле а ee ae мањине Se ыен: — (2,785) (2,785) 74 (700) 
СОЛРО e e ру ы луун сз — — — (377) 2,684 
ниже а $4,779 — $4,779 $1,080 $ 6,292 


SUPPLEMENTAL INFORMATION (UNAUDITED) 


Quarterly information for each of the two years in the period ended December 25, 1993 is presented on page 23. 
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REPORT OF ERNST & YOUNG, 
INDEPENDENT AUDITORS 


THE BOARD OF DIRECTORS AND STOCKHOLDERS, 
INTEL CORPORATION 


We have audited the accompanying consolidated balance sheets of Intel 
Corporation as of December 25, 1993 and December 26, 1992, and the 
related consolidated statements of income, stockholders’ equity, and 
cash flows for each of the three years in the period ended December 25, 
1993, These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with generally accepted 
auditing standards. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial 


statements are free of material misstatement. An audit includes examin- 
ing, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present 
fairly, in all material respects, the consolidated financial position of 
Intel Corporation at December 25, 1993 and December 26, 1992, and the 
consolidated results of its operations and its cash flows for each of the 
three years in the period ended December 25, 1993, in conformity with 


АВИ 


generally accepted accounting principles. 


San Jose, California 
January 17, 1994 
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FINANCIAL SUMMARY 


TEN YEARS ENDED DECEMBER 25, 1993 
Proceeds from Additions to 
Net Investment Long-Term Employee Property, 
in Property, Total Debt & Put Stockholders’ Stock Plans & Plant & 
(In millions) Plant & Equip. Assets Warrants Equity Tax Benefits Equipment 
1993 $3,996 $11,344 $1,114 $7,500 $201 $1,933 
1992 $2,816 $ 8,089 $ 622 $5,445 $193 $1,228 
1991 $2,163 $ 6,292 $ 503 $4,418 $133 $ 948 
1990 $1,658 $ 5,376 $ 345 $3,592 $101 $ 680 
1989 $1,284 $ 3,994 $ 412 $2,549 $ 78 $ 422 
1988 $1,122 $ 3,550 $ 479 $2,080 $ 82 $ 477 
1987 $ 891 $ 2,499 $ 298 $1,276 $ 54 $ 302 
1986 $ 779 $ 1,977 $ 287 $1,245 $ 27 $ 155 
1985 $ 848 $ 2,153 $ 271 $1,421 $ 33 $ 236 
1984 $ 778 $ 2,029 $ 146 $1,360 $ 37 $ 388 
Operating Net Earnings Dividends 
(In millions—except Net Cost Research & Income Income (Loss) Declared 
per share amounts) Revenues of Sales Development (Loss) (Loss) Per Share Per Share 
1993 $8,782 $3,252 $970 $3,392 $2,295 $ 5.20 $0.20 
1992 $5,844 $2,557 $780 $1,490 $1,067 $ 2.49 $0.10 
199] $4,779 $2,316 $618 $1,080 $ 819 $ 1.96 — 
1990 $3,921 $1,930 $517 $ 858 $ 650 $ 1.60 — 
1989 $3,127 $1,721 $365 $ 557 $ 391 $ 1.04 — 
1988 $2,875 $1,506 $318 $ 594 $ 453 $ 1.26 — 
1987 $1,907 $1,044 $260 $ 246 $ 248 $ 0.69 — 
1986 $1,265 $ 861 $228 $ (195) $ (203) $(0.58) = 
1985 $1,365 $ 943 $195 $ (60) $ 2 $ 0.00 = 
1984 $1,629 $ 883 $180 $ 250 $ 198 $ 0.57 — 


Per share information for 1984-1992 has been adjusted for the 2-for-1 stock split effective May 1993. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


RESULTS OF OPERATIONS 


Intel posted outstanding financial results in 1993, breaking previous 
records for both revenues and net income. Net revenues were $8.78 
billion, a 5096 increase compared to the previous mark set in 1992. Net 
income increased even more impressively in 1993, rising to $2.30 billion 
—a 115% increase over 1992's results. From 1991 to 1992, revenues 
and net income increased by 22% and 3095, respectively. 

The continuing shift in PC market demand toward higher performance 
microprocessors was reflected in the Company's revenue trends during 
the 1991-1993 period. Higher unit sales of progressively faster, more 
advanced members of the Intel486™ CPU family drove most of ће over- 
all growth from 1991 through 1993. Other product areas, including local 
area networking, flash memory and embedded control also made note- 
worthy contributions to revenue growth over this period. Revenues from 
mature products such as the Intel386™ CPU family, math coprocessors 
and EPROMs declined, as demand and capacity moved to newer tech- 
nologies such as the Intel486 CPU family and flash memory. 

From 1992 to 1993, higher unit 
sales of the Intel486 CPU family, 


Revenues and Income 
(Dollars in millions) 


10,000 particularly advanced offerings 
such as е IntelDX2"" micro- 
22€ processor, were responsible for 
most of the increase in the Com- 
pany's revenues. Intel launched 
3000 the Pentium" processor in 1993 
and it began to contribute signifi- 
2,500 cantly to revenue growth in the 


fourth quarter of the year. New 
product introductions and success 


91 92 93 
WE Net Income 
WH Net Revenues 


in existing markets resulted in 
higher revenues for personal 
computer platforms, networking and communications, flash memory 
and embedded control products. 

Revenue growth from 1991 to 1992 was likewise driven by higher 
volumes of members of the Intel486 CPU family, partially offset by 
lower average selling prices and volumes for Intel386 microprocessors 
and math coprocessors. 

Cost of sales increased by 27% from 1992 to 1993 and by 10% from 
1991 to 1992. The higher growth experienced in 1993 reflects the costs 
associated with increased volumes of the Intel486 CPU family. Cost of 
sales increased significantly from the third to the fourth quarter of 1993, 
primarily due to higher factory start-up costs and greater proportions 
of costs of flash memory and system-level products in the product mix, 
resulting in a quarter-to-quarter decrease in gross margin percentage. 

Sales of the Intel486 CPU family of microprocessors comprised a 
majority of the Company’s revenues and a substantial majority of its 
gross margin in 1992 and 1993. In 1991, sales of the Intel386 and 
Intel486 CPU families of microprocessors comprised a majority of the 
Company’s revenues and a substantial majority of its gross margin. 


As a percentage of revenue, research and development expenses 
decreased to 11% in 1993, compared to 13% in both 1992 and 1991. 
In absolute terms, however, research and development spending grew 
by 24%, as the Company continued to invest in internal technology 
development programs, particularly for microprocessors. 

The growth in marketing and administrative expenses from 1991 
through 1993 was fueled by higher spending for personnel expenses 
related to overall business growth and strategic marketing, including 
brand awareness merchandising and the Company’s Intel Inside“ 
cooperative advertising program. Bad debt expenses, which increased 
significantly from 1991 to 1992 due to volatile industry conditions and 
changes in Intel’s customer base, were lower in 1993. As a percentage 
of revenue, marketing, general 


Costs and Expenses 
(Percent of revenues) 


and administrative expenses 
decreased to 13% in 1993, 
compared to 17% in 1992 and 
16% in 1991. 

The decreases in interest 
expense from 1992 to 1993 and 
from 1991 to 1992 were primar- 
ily the result of lower average 


interest rates on borrowings. 


Interest and other income was 
$188 million, $133 million and ы "ж ма A SU Lg ug 
$197 million in 1993, 1992 and ви RED 

Е 3 ви Cost of Sales 

1991, respectively. The increase 

from 1992 to 1993 includes fourth quarter gains of $27 million from the 

sale of certain foreign benefits related to a plant expansion in Ireland. 

Interest and other income in 1992 was reduced by a $15 million charge 

to income to cover damages payable to Advanced Micro Devices, Inc. 

(AMD) as part of an arbitration decision. In addition to the AMD charge, 

lower average interest rates on investments contributed to the decrease 

from 1991 to 1992, partially offset by higher average investment bal- 

Other Income and Expense ances in 1992. 

(Dollars in millions) 

200 rose to 35.0% in 1993 compared 

to 32.0% and 31.5% in 1992 and 

1991, respectively. The higher rate 

in 1993 resulted from an increase 

in the federal statutory rate and 

I0) from the fact that favorably treated 
income and tax credits have not 


The effective income tax rate 


150 


50 | grown as rapidly as overall pretax 
income. The adoption of FAS 
No. 109, *Accounting for Income 
Taxes;' effective at the beginning 
of 1993, had no material impact 


91 92 93 
а Interest Expense 
йш Interest & Other Income 


on Intel's financial statements. The slight increase in rate in 1992 com- 
pared to 1991 was primarily attributable to a $20 million adjustment 
related to the settlement of a tax dispute with the IRS in 1991. 
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FINANCIAL CONDITION 


The Company enters 1994 in very strong financial condition. As of 
December 25, 1993, total cash and short- and long-term investments 
were $4.55 billion, an increase of $1.22 billion compared to December 
26, 1992. 

Cash generated from operating activities rose to $2.80 billion in 1993 
compared to $1.64 billion and $1.35 billion in 1992 and 1991, respec- 
tively, primarily due to higher net income. The Company funded most 
of its investment needs during 1991-1993 with cash generated from 
operations. 

Investing activities used $3.34 billion in cash during 1993, compared 
to $1.48 billion during 1992 and $1.46 billion during 1991. Capital 
expenditures for the property, plant and equipment necessary for future 
business requirements, including increasingly complex manufacturing 
capacity, grew substantially over the 1991-1993 period. Capital expendi- 
tures totaled $1.93 billion in 1993, compared to $1.23 billion in 1992 
and $948 million in 1991. The Company expects to spend an additional 
$2.4 billion for capital additions in 1994, and approximately $654 mil- 
lion had been committed as of December 25, 1993 for the construction 
or purchase of property, plant and equipment. 

Cash provided by financing activities totaled $352 million, $168 
million and $9 million in 1993, 1992 and 1991, respectively. Major 
sources of financing in 1993 included the Company’s public offering 
of the 1998 Step-Up Warrants, which resulted in proceeds of $287 
million; higher levels of debt, primarily for investment arbitrage 
purposes; and sales of stock to employees. Intel completed a series of 
stock repurchases during 1993 at an aggregate cost of $391 million. 


As part of its authorized stock 
Cash and Investments 


(Dollars in billions) 
2.0 had the potential obligation at the 


end of 1993 to buy back 14.8 mil- 
lion shares of its Common Stock at 


repurchase program, the Company 


an aggregate price of $688 million. 
Other sources of liquidity 
include credit lines of approxi- 
mately $925 million, only $85 
million of which was outstanding 
at the end of 1993, and authorized 
commercial paper borrowings of 
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BU Long term investments $700 million, none of which was 


@ Short-term Investments 


ша Cash & Cash Equivalents outstanding at year-end. The 


Company can also issue an aggre- 
gate of approximately $1.4 billion in debt, equity and other securities 
remaining under a consolidated SEC shelf registration filed in 1993. 

The Company believes that it has the financial resources needed to 
meet business requirements in the foreseeable future, including capital 
expenditures, strategic operating programs and the dividend program. 
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OUTLOOK 


Despite the excellent operating results and solid financial strength 
described herein, the complex and dynamic nature of the Company’s 
business make future revenue and profitability trends difficult to predict. 

Among the uncertainties facing Intel are business conditions and 
growth in the personal computer industry as a whole; competitive 
factors, including rival chip architectures, imitators of the Company’s 
key microprocessors, and price pressures for standard semiconductors 
and integrated products; manufacturing capacity and the continued 
availability of subcontractor-supplied memory products; and ongoing 
litigation involving Intel intellectual property. 

In June 1992, a jury decided that AMD was not licensed to copy 
microcode contained in the Intel287™ math coprocessor. In December 
1992, that ruling was extended to include Intel microprocessors. In 1993, 
the judge ordered a new trial. On March 10, 1994, a second jury found 
that AMD does have a license to copy microcode contained in such Intel 
products. Intel intends to appeal the second verdict, as well as ask the 
appellate court to reinstate the original verdict. If AMD ultimately pre- 
vails in its position that it has a license to use Intel’s microcode in micro- 
processor and peripheral products, AMD will be able to more easily 
develop and ship imitations of certain Intel products, including Intel 
microprocessors. Other companies have developed imitations of certain 
Intel products, including members of the Intel386 and Intel486 micro- 
processor families. Some of the companies are manufacturing these 
products through the use of foundry services that have licenses with 
Intel. Intel had taken the position that when a licensee provides licensed 
foundry services with respect to a product which infringes an Intel 
patent, the developer’s infringing product is not immune from patent 
infringement claims. A Court of Appeals for the Federal Circuit 
ruling in 1993 in favor of an imitator allows unlicensed imitators to 
avoid patent infringement actions through affiliations with certain 
licensed foundries. In January 1994, the U.S. Supreme Court refused to 
review the lower court decision. In February 1994, the Company settled 
certain related issues with Cyrix Corp. under which the Company 
dismissed certain patent infringement claims and granted certain 
licenses. Cyrix dismissed its antitrust claims against the Company. 

The Company continues to believe that its Intel486 microprocessors 
will follow a normal price maturity curve, but some distortion could occur 
if imitation products enter the market in significant volume or alternative 
architectures gain market acceptance. The Company expects to ship 
several million Pentium processors in 1994, but to some extent such 
sales are dependent on peripheral products supplied by other companies. 

As a percentage of revenues, gross margin trended downward during 
1993, although the gross-margin contribution in dollars continued to 
grow. Factory start-up costs and a broadening of the Company’s 
manufacturing mix to include more products such as flash memory 
and integrated systems adversely impacted gross margin in percentage 
terms. Intel expects these margin trends to continue in the near term. 


MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


Research and development and marketing spending is expected to manufacture the Pentium processor and future Intel processors. The 
remain at high levels, as the Company regards these expenditures as crit- | Company believes that its relationship with IBM remains good and that 
ical to future business success. Combined interest and other income and the agreements are beneficial to Intel's business in the near term. 
interest expense should return to the $25—$30 million range per quarter, Intel's stock price is subject to significant volatility. If revenues or 
after the Ireland expansion-related gains realized in the fourth quarter of ^ earnings fail to meet expectations of the investment community, there 
1993. As a result of changes in the federal tax law, the Company expects could be an immediate and significant impact on the trading price for the 


a higher tax rate in 1994. Company's stock. Because of stock market forces beyond Intel's control 
The Company recently updated certain technology exchange agree- and the nature of Intel's business, such developments can be sudden. 
ments with International Business Machines Corp. (IBM). Under these The Company believes it has the product portfolio and financial and 
agreements, IBM may manufacture an increased portion of its require- technological resources necessary for continued success, but revenue 

ments for the Intel486 microprocessor family. IBM has elected not to and profitability trends cannot be precisely determined at this time. 


FINANCIAL INFORMATION BY QUARTER 


(Unaudited) 

(In millions—except per share data) 
1993 for Quarter Ended December 25 September 25 June 26 March 27 
Netrevonueg К Ж ки х= TETTE RETE а $2,389 $2,240 $2,130 $2,023 
МЕ ПАРЕ P Ее $ 935 $ 833 $ 766 $ 718 
МЕПСО Ө ачен ee аат 5 594 (С) 5 584 5 569 $ 548 
ARTI OS ICTS ALE Е Се A E с ыйыы ЛЬ $ 1:35 $ 1:33 $ 1.30 $ 1.24 
Dividends per share (B) Declared ecserin e anen ette teret RES $ .05 $ 05 $ 05 $ 05 
Bade ол о A у Мыл. ec edu. $ .05 $ .05 $ .05 $ 05 
Market price range (Common Stock: (4) Шр. cernerent eres $73.25 $68.75 $58.75 $59.94 
РОУ оно M аа уа.» 556.25 $50.00 $43.69 $43.25 
Market price range Step-Up Warrants (4) High $19.94 $17.63 $14.31 $14.69 
Low... $13.75 $11.25 $ 9.44 $13.13 

(In millions—except per share data) 
1992 for Quarter Ended December 26 September 26 June 27 March 28 
Мебтемелиеза плен eres ace rec erede op ER ce DRESS E ERU FER EN TENTER $1,857 $1,426 $1,320 $1,241 
Cost of sales ща S ts $ 725 $ 641 $ 610 $ 581 
Koncone а В нат И И tee en etie mes $ 429 $ 241 $ 213 $ 184 
Бавчарз рено ee x та ара есе корса Sse cat esos esos ne 5 .99 5 .56 $ .50 $ .43 
Dividends регенаге (5) MCC Aled нле $ .05 $ 05 $ — $ — 
«nidi а ЕЕ Se есу шшс Es $ 05 $ — $ — $ = 
Market price range Common Stock (4) Невинен $45.00 $33.31 $28.94 $34.25 
Io TW л „Тш $31.25 $27.56 $23.50 $24.38 


(A) Intel's Common Stock (symbol INTC) and 1998 Step-Up Warrants (symbol INTCW) are traded on NASDAQ and quoted in the Wall Street Journal and other 
newspapers. Intel completed its public offering of the 1998 Step -Up Warrants in March 1993. Intel's Common Stock also trades on the Zurich, Basel and Geneva, 
Switzerland exchanges. At December 25, 1993 there were approximately 32,500 holders of Common Stock. All stock and warrant prices are closing prices per the 
NASDAQ National Market System. Share, per share and warrant amounts have been restated as necessary to reflect the 2-for-1 stock split effective May 1993. 

(B) Intel declared its first quarterly dividend in the third quarter of 1992 and plans to continue the dividend payout program. However, future dividends are 
dependent on future earnings, capital requirements and financial condition. 

(C) Interest and other income for the fourth quarter of 1993 includes gains of $27 million from the sale of certain foreign benefits related to the Company 5 
Ireland expansion. 
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STOCKHOLDER INFORMATION 


Form 10-K 

The Corporation's “Form 10-K” 
will be filed with the Securities 
and Exchange Commission 
prior to March 25, 1994 for the 
1993 year. If you would like to 
receive, without charge, a copy 
of this report, you may contact: 


Intel Literature 
Department 
(800) 548-4725 


Transfer Agent and 
Registrar 

Harris Trust and Savings Bank 
311 West Monroe, 11th Floor 
P.O. Box 755 

Chicago, IL 60690 
Stockholders and 
Warrantholders may call 
(312) 461-4660 or 

(800) 298-0146 with any 
questions regarding transfer 
or ownership of Intel stock 

or warrants. 


Dividend Reinvestment/ 
Stock Purchase Plan 
Harris Trust and Savings Bank 
Intel Dividend Reinvestment/ 
Stock Purchase Plan 

P.O. Box A3309 

Chicago, IL 60690 

Call (312) 461-4660 or 

(800) 298-0146 regarding the 
Dividend Reinvestment/Stock 
Purchase Plan. 


Independent Auditors 
Ernst & Young, San Jose, Calif. 
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